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FINANCIAL-COMPLIANCE  AUDITS 

Financial-compliance  audits  are  conducted  by  the  Office  of  the 
Legislative  Auditor  to  determine  if  an  agency's  financial  opera- 
tions are  properly  conducted,  the  financial  reports  are  presented 
fairly,  and  the  agency  has  complied  with  applicable  laws  and 
regulations.  In  performing  the  audit  work,  the  audit  staff  uses 
standards  set  forth  by  the  American  Institute  of  Certified  Public 
Accountants  and  the  United  States  General  Accounting  Office, 

Financial-compliance  audit  staff  members  hold  degrees  with  an 
emphasis  in  accounting.  Most  staff  members  hold  Certified  Public 
Accountant   (CPA)   certificates. 


Members  of  the  Legislative  Audit  Committee: 

Senator  Judy  Jacobson,   Chairman     Representative  John  Cobb, 
Senator  Dave   Fuller  Vice  Chairman 

Senator  Pat  Goodover  Representative  Dorothy   Bradley 

Senator  Tom   Keating  Representative  Roland   Kennerly 
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January  1986 


DEPUTY  LEGISLATIVE  AUDITORS; 
JAMES  GILLETT 

FINANCIAL  COMPLIANCE  AUDITS 

JIM  PELLEGRINI 

PERFORMANCE  AUDITS 

LEGAL  COUNSEL; 

JOHNW.  NORTHEY 


The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

This  is  the  financial-compliance  report  on  the  Board  of  Par- 
dons for  fiscal  years  1983-84  and  1984-85.  The  report  contains  no 
recommendations  to  the  board  and  an  unqualified  opinion  on  the 
board's  financial   schedules. 

We  thank  the  chairman  of  the  Board  of  Pardons,  the  director 
of  the  Department  of  Institutions,  and  their  respective  staff  for 
their  cooperation  and  assistance  throughout  the  audit. 

Res«)Bctfully  subpffrtted. 


Scott  A.   Seacat 
Legislative  Auditor 
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INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Board  of 
Pardons  for  each  of  the  two  fiscal  years  ended  June  30,  198^  and 
1985.  The  objectives  of  the  audit  were  to:  1)  determine  the 
board's  compliance  with  applicable  laws  and  regulations;  2)  make 
recommendations  for  improvement  in  the  management  and  internal 
controls  of  the  board;  and  3)  determine  if  the  board's  financial 
schedules  present  fairly  the  results  of  its  operations  for  each  of 
the  two  fiscal  years  ended  June  30,    1984  and   1985. 

This  report  contains  no  recommendations  to  the  board.  Areas 
of  concern  deemed  not  to  have  a  significant  effect  on  the  success- 
ful operations  of  the  board  have  been  discussed  with  management. 
The  prior  audit  report  contained  no  recommendations. 

BACKGROUND 

The  Board  of  Pardons,  located  in  Deer  Lodge,  was  created  in 
1955  to  oversee  the  Montana  inmate  parole  and  supervised  release 
programs.  It  also  reviews  requests  for  executive  clemency  and 
makes  recommendations  to  the  Governor  concerning  those  requests. 
Section  46-23-104f  2) ,  MCA,  requires  the  board  to  meet  at  the  state 
prison  at  least  twice  each  month   to  conduct  board  business. 

The  Executive  Reorganization  Act  of  1971  set  forth  the  quali- 
fications for  board  members  and  attached  the  board  to  the  Depart- 
ment of  Institutions  for  administrative  purposes  only.  Pursuant  to 
that  Act,  the  Department  of  Institutions'  Management  Services 
Division  performs  the  board's  accounting  and  budgeting  functions 
and  maintains  payroll  and   leave  records  for  board  employees. 

The  Board  of  Pardons  is  a  quasi-judicial  board.  Under  the 
definition  of  quasi-judicial  boards  at  2-15-124(1),  MCA,  one  board 
member  must  be  an  attorney  licensed  to  practice  law  in  the  state  of 
Montana.  Board  members  are  appointed  by  the  Governor  with  the 
advice  and  consent  of  the  Senate.  At  least  one  board  member  is 
required  to  have  particular  knowledge  of  Indian  culture  and  prob- 
lems. 


The  board's  activity  during  fiscal  years  1983-84  and  1981-85 
included  granting  535  paroles,  11  discharges  from  supervision 
(including  3  work  furlough  requests),  9  supervised  releases,  and 
11  recommendations  for  executive  clemency  which  resulted  in 
10  pardons  and  1  commutation  of  a  parolee  from  supervision.  The 
board  also  returned  145  parole  violators  to  prison  during  the  audit 
period. 

STATE  COMPLIANCE 

We  have  examined  the  financial  schedules  of  the  Board  of 
Pardons  for  the  years  ended  June  30,  1984  and  1985,  and  have 
issued  our  report  thereon  dated  January  10,  1986.  Our  examina- 
tion was  made  in  accordance  with  generally  accepted  auditing 
standards  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

Our  audit  procedures  included  testing  the  board's  compliance 
with  statutes  which  define  board  duties  and  testing  to  ensure  that 
prison  inmates  are  released  only  under  board  authorization.  The 
results  of  our  tests  indicate  that  the  Board  of  Pardons  is  active  in 
all  areas  required  by  law  and  Montana  prisoners  are  released  on 
parole  or  supervised  release  only  when  specifically  approved  to  do 
so  by  the  board. 

In  our  opinion,  the  Board  of  Pardons  complied  with  applicable 
laws  and  regulations  for  the  transactions  tested.  For  those  trans- 
actions not  tested,  nothing  came  to  our  attention  in  connection 
with  our  examination  that  caused  us  to  believe  that  the  Board  of 
Pardons  was  not  in  compliance  with  applicable  laws  and  regula- 
tions. 

INTERNAL  CONTROL 

We  have  examined  the  financial  schedules  of  the  Board  of 
Pardons  for  the  two  fiscal  years  ended  June  30,  1984  and  1985. 
We  issued  our  opinion  dated  January  10,    1986,   on  these  schedules. 


Our  examination  was  made  in  accordance  with  generally  ac- 
cepted auditing  standards  and  the  Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities,  and  Functions  for 
financial-compliance  audits.  Solely  to  assist  us  in  planning  and 
performing  our  examination,  we  made  a  study  and  evaluation  of  the 
control  system  of  the  Board  of  Pardons  which  is  administered 
through  the  Department  of  Institutions.  That  study  and  evaluation 
was  limited  to  a  preliminary  review  of  the  system  to  obtain  an 
understanding  of  the  control  environment  and  the  flow  of  trans- 
actions through  the  accounting  system.  Because  it  was  more 
efficient  to  perform  substantive  audit  tests,  our  study  and  evalua- 
tion of  the  internal  accounting  controls  did  not  extend  beyond  this 
preliminary  review  phase.  Accordingly,  we  do  not  express  an 
opinion  on  the  Board  of  Pardons'  system  of  internal  accounting 
control  taken  as  a  whole.  Also,  our  examination,  made  in 
accordance  with  the  standards  mentioned  above,  would  not 
necessarily  disclose  all  material  weaknesses  in  the  system  of 
internal  accounting  control.  However,  our  study  and  evaluation 
disclosed  no  condition   that  we  believed  to  be  a  material  weakness. 

The  preceding  two  paragraphs  are  intended  solely  for  the  use 
of  management  and  the  Legislature  and  should  not  be  used  for  any 
other  purpose.  This  restriction  as  to  use  is  not  intended  to  limit 
the  distribution  of  this  document  which,  upon  presentation  to  the 
Legislative  Audit  Committee,    is  a  matter  of  public  record. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  General  Fund  financial  schedules  of  the 
Board  of  Pardons  for  each  of  the  fiscal  years  ended  June  30,  1984, 
and  1985  as  shown  on  pages  5  through  10.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  and 
Standards  for  Audits  of  Governmental  Organizations,  Programs, 
Activities,  and  Functions  and,  accordingly,  included  such  tests  of 
the  accounting  records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  board's 
financial  schedules  are  prepared  in  accordance  with  state  account- 
ing policy.  Accordingly,  the  accompanying  financial  schedules  are 
not  intended  to  present  financial  position  and  results  of  operations 
in  conformity  with  generally  accepted  accounting   principles. 

In  our  opinion,  the  financial  schedules  referred  to  in  para- 
graph one  present  fairly  the  results  of  operations  and  changes  in 
fund  balance  of  the  Board  of  Pardon's  General  Fund  for  the  two 
fiscal  years  ended  June  30,  1985  in  conformity  with  the  basis  of 
accounting  described   in   Note  1   applied  on  a  consistent  basis. 


Respectfully  submitted, 

JLmes  Cillett,   CPA 
Deputy   Legislative  Auditor 


January   10,    1986 


BOARD  OF  PARDONS 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1985 


General 
Fund 

FUND  BALANCE,  July  1,  1983  $   -Q- 


ADDITIONS: 
Fiscal  Year  1983-84 
Prior  Year  Revenue  Adjustments  50 

Support  from  State  of  Montana  148,428 

Fiscal  Year  1984-85 
Support  from  State  of  Montana  150,173 

Total  Additions  298,651 

REDUCTIONS : 
Fiscal  Year  1983-84 

Budgeted  Expenditures  147,852 

Prior  Year  Expenditure  Adjustments                        626 
Fiscal  Year  1984-85 

Budgeted  Expenditures  149,949 

Prior  Year  Expenditure  Adjustments  224 

Total  Reductions  298,651 


FUND  BALANCE,  June  30,  1985  $   -0- 


Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  8  through  10. 


BOARD  OF  PARDONS 
SCHEDULE  OF  PROGRAM  EXPENDITURES  BY  FUND 
BUDGET  AND  ACTUAL 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1985 


Board  Services  Program 
Fiscal  Year       Fiscal  Year 
1985  1984 


GENERAL  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 


Unspent  Appropriation  Authority 


$155,836 

$149,774 

119,993 

114,980 

27,807 

32,210 

2,149 

662 

149,949 

147,852 

$  5,887 

$   1,922 

Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  8  through  10. 


BOARD  OF  PARDONS 

SCHEDULE  OF  PROGRAM  EXPENDITURES  BY  OBJECT 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1985 


Board  Services  Program 


Fiscal  Year 
1985 


Fiscal  Year 
1984 


PERSONAL  SERVICES 
Salaries 

Other  Compensation 
Benefits 

Total  Personal  Services 


$  85,854 

16,553 

17,586 

119,993 


$  83,638 

14,500 

16.842 

114,980 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Repair  and  Maintenance 
Other  Expenses 

Total  Operating  Expenses 


1,089 

3,920 

2,069 

3,737 

8,815 

9,041 

13,227 

12,735 

750 

312 

945 

1.539 

912 

926 

27,807 

32,210 

EQUIPMENT 
Equipment 

Total  Equipment 


2,149 


2,149 


662 


662 


TOTAL  PROGRAM  EXPENDITURES 


$149,949 


$147,852 


Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  8  through  10. 


BOARD   OF   PARDONS 

NOTES  TO   THE   FINANCIAL  SCHEDULES 

FOR  THE  TWO   FISCAL  YEARS  ENDED  JUNE  30,    1985 

1.      SUMMARY   OF  SIGNIFICANT  ACCOUNTING   POLICIES 

A.  Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting  which  is  described  in  the  Montana  Operations  Manual. 
Under  the  modified  accrual  basis  of  accounting,  a  valid  obligation 
exists  when  the  related  liability  is  incurred,  except  for  the  follow- 
ing items  which  are  also  considered  valid  obligations  under  state 
accounting   policy. 

—  If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  contract  may  be  accrued  even 
though  the  services  are  rendered  in  fiscal  years  subsequent 
to  the  fiscal   year  in   which  the  expenditure  is  accrued. 

— The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which  budgeted. 

— Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year  in  which  the  anticipated  expenditure  is  to  be  accrued. 

B.  Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments. 
Accounts  are  organized  on  the  basis  of  funds  according  to  state 
law.  The  General  Fund,  which  accounts  for  all  financial  resources 
except  those  required  to  be  accounted  for  in  another  fund,  is  used 
by  the  board. 

2.      GENERAL   FUND   BALANCE 

The  General  Fund  is  a  Statewide  Fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations    from    the    Statewide   General    Fund   as    long   as   they    stay 


within  their  appropriation  limits.  Thus,  on  an  agency  schedule, 
the  beginning  and  ending  fund  balance  will  always  be  zero  for  the 
General   Fund. 

3.      BUDGET    INFORMATION 

The  board  utilizes  a  fixed  basis  of  budgeting.  Appropriations 
of  specific  dollar  amounts  are  set  for  each  fiscal  year  in  a  bien- 
nium  by  the  Legislature.  Appropriations  control  the  financial 
operations  of  the  board  each  fiscal  year.  At  fiscal  year-end, 
appropriations  (with  the  exception  of  continuing  appropriations) 
revert  to  the  fund  of  original  appropriation.  The  reverted  appro- 
priation balance  may  be  used  in  the  subsequent  year  as  authoriza- 
tion  for  valid  prior  year  obligations. 

Budget  amendments  represent  the  authorization  to  spend 
funds  not  available  for  consideration  by  the  Legislature  but  avail- 
able from  sources  other  than  General  Fund.  Budget  amendments 
are  approved  by  the  Governor's  Office  of  Budget  and  Program 
Planning. 

1.      INSURANCE 

The  Board  of  Pardons  is  insured  by  Montana's  self-insurance 
program,   which   is  administered  by  the  Department  of  Administration. 

5.      ANNUAL  AND   SICK    LEAVE 

Board  employees  accumulate  both  annual  and  sick  leave. 
Employees  are  paid  for  100  percent  of  unused  annual  and  25  percent 
of  unused  sick  leave  credits  upon  termination.  Accumulated  unpaid 
liabilities  for  annual  and  sick  leave  are  not  reflected  in  the  finan- 
cial schedules  of  the  Board  of  Pardons.  Expenditures  for  termina- 
tion pay  currently  are  absorbed  in  the  annual  operational  costs  of 
the  board.  At  June  30,  1985,  the  board  had  an  approximate 
liability  of  $11,241    for  annual   leave  and  $7,052   for  sick   leave. 


6.  PENSION    PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).  The  board's  contribution  to  this  plan 
was  $5,371    in  fiscal  year  1983-84  and   $5,513   in  fiscal  year  1984-85. 

7,  GENERAL   FIXED  ASSETS 

The  general  fixed  asset  group  of  accounts  includes  all  assets 
owned  by  the  board  which  had  an  original  acquisition  cost  in 
excess  of  $150.  The  board's  assets  are  recorded  on  the  Property 
Accountability  Management  System  (PAMS),  which  reported  fixed 
assets  of  $16,183  at  June  30.    1985. 


10 


